110443202861

£0TIVED
FE"'%N FLECTION

."ll ||JSIO“
LAW OFFICES . 06
MURPHY @ SHAFFER LLC  29N03 23 Ml
SUITE 1400
38 SOUTH CHARLES STREET OFF\CEO(:’!;‘EECER AL
BALTIMORE, MARYLAND 21201-3109

CoNoR B. O'CROININ November 12. 2009 TELEPHONE (410) 783-7000
COcreinin@murphysheffer.com ’ FACSIMILE (410) 783-8823

VIA ELECTRONIC AND FIRST-CLASS MAIL

Kim Collins, Esquire

General Counsel’s Office
FEDERAL ELECTION COMMISSION
999 E Street, NW

Washington, D.C. 20463
keallins@fec.gov

Re: In the Matter of Edward St. John, ez al.
MUR: 6223

Dear Ms. Collins:

With respect to the above-referenced matter, I enclose for your review the Response to
the Complaint by the St. John Respondents and Request that the Matter Under Review Be
Dismissed, along with Exhibits: A; Al; A2; A3; A4; AS; and B.

If you have amy questions, please do ot hesitate to let me'know.

Very truly yours,
/ y, 77/ %
Conor B. O’Croinin
Encls.

cc:  Edward St. John
Lawrence Maykrantz
Robert Becker
Jeffrey Gish
Stanley Meros
H. Richard Williamson
Gerard Wit
St. John Properties, Inc




1180449302862

LAw OFrriCES
MURPHY & SHAFFER LLC

bee:  Lori H. Rice, CPA (via electronic mail only)
Robert B. Ostrom, Esquire (via electronic mail only)




11044302863

BEFORE THE FEDERAL ELECTION COMMISSION

)
In the Matter of Edward St. John, efal ) MUR: 6223

)
)

RESPONSE TO THE COMPLAINT BY 'I'HE S'l'. JOHN RESPONDENTS

Respondents Edward St. John, Lawrence Maykrantz, Robert Becker, Jeffrey Gish,
Stanley Meraa, H. Richard Williamson, Getard Wit, and St. John Properties, Ins. (the “St. Joha
Respandents™), through their underrigned counsel, hereby submit the following response to the
Complaint filed with the Federal Election Commission by Citizens for Responsibility and Ethics
in Washington (“CREW"). The St. John Respondents request that the Commission take no
action and dismiss the above-referenced matter under review.

. INTRODUCTION

This matter was generated by a complaint filed with the Commission by CREW on
October 20, 2009, in which CREW alleged that the St. John Respondents have violated the “anti-
conduit” provisions of the Federal Election Campuign Act of 1971 (“FECA”), as amended by the
Bipartisan Campaign Reform Act of 2002, whick are found at 2 U.S.C. ¢ 441f and its
impismenting megulations, 11 CFR § 110.4(b)(1)(i). Bassd on CREW’s allegations that six of
the individue! St. John Respendents.~ Seniar Vice Presidenm of St. John Properties, Inc. (“SJPI™)
~ were reimbursed for their federal campaign contributions by SJPI, CREW also has alleged that
the St. John Respondents violated the prohibition on corporations making contributions to
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federal election campaigns found at 2 US.C. § 441b(a), along with its implementing
regulations.'

The allegations in the CREW Complaint focus on two sets of political contributions made
in 2006 by the six Senior Vice Presidents of SJPI in support of the Senate campaign of Michael
Steele. The first set of contributions was made to the Maryland Republican State Central
Cormittee (“th: Maryhexd RepulMican Committee™), in the amount ef $10,000 ench. Theso
funds apgarently wese oemd by the Comamities to spspent the campaign of Misaael Steele for the
United States Senste. The setnmd set of comtributions refarred to in CREW’s Complaint
allegedly were made by several of the Senior Vice Presidents of SJPI (Messrs. Maykrantz,
Becker, and Wit) early in 2006 to Steele for Maryland, Inc., Mr. Steele’s campaign finance
entity.

CREW?’s allegations are based almost entirely on the results of an extensive investigation
of Mr. St. John and SJPI conducted by the Office of the Maryland State Prosecutor between the
summer of 2007 and spring of 2008. That investigation probed into many aspects of political
cathpaign contributions made by Mr. St. John, SJPI, and his afffliated emitfes over the course of
many years. The investigmion culminated in Mr. St. Joiin’s agreement t» 4 civil disposition in
which he peid fines relsted to «:tain weatributisns made by the St. Jobm Respandents to the
2006 campaigns of Martin O’Malley to become the Govesnor of Maryland, and Jim Smith to
became the County Executive for Baltimore County, Maryland. At the conclusion of the
investigation, Maryland State Prosecutor Robert A. Rohrbaugh determined that there was no

! GREW mis-cias 11 CFR § 114.3(a) in Count II af its Compidint as (prcasmidbly) having yplizstion ®

SJPL. This provision, however, pertains to the prohibition against national banks and corporations

organized under federal law making federal campaign contributions. St. John Properties, Inc. was organized under
State law. In any event, 11 CFR § 114.2(b) would appear to be the relevant regulatory analog to 2 U.S.C. § 441b(s).
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evidence of knowing and intentional misconduct, and so he charged Respondent Edward St, John
in separate civil citations with eleven violations of the Election Law Article of the Maryland
Code, § 13-602(a)(S). (This Maryland statute is similar in nature to the federal anti-conduit
statute, and Mr. St. John’s payment of a fine resulted from these civil violations.?)

The conduct giving rise to these civil citations occarred in the same mamer and during
the same time flame as itie vendum now wised by CREW, anfl was undettaken without any
intention on the part of the St John Respordents (or anyone else) to violate Fedeml or State
campaign finance laws. Indeed. at the canclusion of the State Prasecutor's investigation, Mr.
Rohrbaugh’s Office acknowledged expresely that “[s]ince there was insufficient evideace to
establish that Mr. St. John knew that such actions violated Maryland law, civil citations were
filed, instead of criminal charges.” CREW Complaint, Exhibit A.

Accordingly, with respect to the first set of contributions made to the Maryland
Republican Committee,' there is no reason to believe that any of the St. John Respondents
knowingly and willfully violated federal campaign finance laws. As was revealed during the
thorough investigation Uy the Maryland State Prosecutor, the Bt. John Respondents simply did
not apprecinm what the canypaign finance laws forbade. in addition, as thecussed tusther below,
the St. John Respondents took stepe. to zorrend any unmtmdni vintations of the cempaign Smuxoe
laws basad on their 2006 contributions to the campaigns of Martin O’Melley, Jim Smith, and
Michael Steele, by returzing to SJPI the portions of their 2007 bozus payments that are alleged
to have been predicated on their 2006 campaign contributions. This was accomplished in

2 The Maryland statute provides that “[a] persan may not directly or indirectly pay or promise to pay a
campaigi finance entity in a mame other than the person®s name.”
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November, 2007 hefore Mr. Rohrbaugh'’s Office had raised any issues concerning the bonus
payments.

There is also no reason to believe that the St. John Respondents violated the federal
campaign finance laws with respect to the second set of contributions alleged by CREW. All of
these contributions were in fact made by two limited liability companies in which the Senior
Vico Presidents held owmership interests, und thee comtribdlions wore allowated zppropriately
among tite menkers ef those nntities, The SIPf Viee Preridents were naver mimborsnd in any
manner for these cantributions.

As further demonstrated below, this matter should be dismissed by the Commission
because there is no reason to believe that any of the respondents violated the Federal Election
Campaign Act.

II. FACTUAL BACKGROUND
A. St. John Properties, Inc.

SJPI is a privately held real estate development company that is headquartered in
Maryland. Ex. A (Affidavit of SJP1 Comptroller Lori H. Rice, C.P.A.) at § 2. Respondent
Edward St. John is the President of SJPI and its principal owmer. /. Respondests Lawiemce
Maykraniz, Robert Becker, Jefliey Gish, Stanley Meros, H. Richard Williamson, ansl Gerard Wit
are the six Senior Vice Presidents of SJPI. /d. SJPI has developed a partfolie of maze than 14
million squere feet of office, research and developmentiflex, warehouse, retail, residential, and
mixed-use buildings located throughout the mid-Atlantic region, and in other regions of the
country. Id. at § 3. In connection with the development and ownership of those real estate

4
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projects, SJPI and its principals and investment partners have formed hundreds of separate
limited partnerships, limited liability partnerships, and limited liability companies. /d.

Mr. St. John and SJPI have a long history of contributing to local political and charitable
causes. The Controller of SJPI, Lori H. Rice, C.P.A., monitors and records the political
contributions made by Mr. ‘St. John, as well as the contributions made by certain of the other
senior exesatives of SJPI and the limited liability companies and other ownership entfties that ave
affiliated with SJPI. Id. at§ 4.

B. Tbe Decemsher 30, 2005 Campaign Contributions.

Prior to the November 2006 elections, the individual St. John Respondents made a
number of campaign contributions to candidates for State and Federal office of both major
political parties. On December 30, 2005, two limited liability companies affiliated with SJPI,
Riverside Technology Park LLC and BWI Technology LLC made contributions of $2,500 each
to Steele for Maryland, Inc. Ex. A (Rice Affidavit) at § 12. Ms. Rice provided information to
the Stecle Campaign identifying the eight individual members of each of those two LLCs to
whom the contributions were to be allocated. /d. Those members included Mr. St. John, the six
Senier Viue Presidents of S!P], and one additional senior sxecutive of SJPI who is not involved
in these proucedings. Id.

Upon infexmeticn and belief, Stagle for Murylend, Inc. allocated the $2,500 cantributians
among the eight members of the two LLCs, but first allocated $2,100 of each $2,500 contribution
to the primary election, and the remaining $400 of the $2,500 contribution to the general

5
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election.’ Accordingly, each of cight members of the two LLCs was allocated two primary
election contributions in the amount of $262.50 and two general election contributions in the
amount of $50. See, ¢.g., CREW Complaint, Exhibit D and Ex. A (Rice Aff.) at§13.* None
of the members of Riverside Technology Park LLC or BWI Technology LLC were reimbursed
by SJPI in connection with the conttintions made to the Steele Campaign on December 30,
2005. Id. at 14.

C. The 2006 Campaign Contributions.

On May 11, 2696, the six Senior Vice Presidents each contributed between $2,500 and
$3,500 to “Friends of Martin O'Malley,” the campaign fineoce entity for Martin O'Malley, the
Democratic gubernatorial nominee (and now the Governor of Maryland). Between October 13,
2006 and November 28, 2006, five of the six Senior Vice Presidents: Lawrence Maykrantz,
Robert Becker, Jeffrey Gish, Stanley Meros, and H. Richard Williamson, contributed between
$1,000 and $2,000 each to the “Friends of Jim Smith™ campaign, the campaign finance entity for
Jim Smith, the Democratic nominee for County Executive of Baltimore County. (Mr. Smith’s
campaign was also successful.) |

Finally, in October, 2006, the six Senior Viee Presidemts each contributed $10,000 to the
Maryland Republican Commitsre, funds that apparently were used by the Committee to support
the campaign cf Michael Steele for the United States Senate. See Ex. A (Rice Aff.) at § 5.

All of these contributions were made by the Senior Vice Presidents of SJPI in response to

Mr. St. John's efforts to recruit senior officers of his company to make political contributions to

3 The contribution limit for the 2005-2006 Federal Election Cycle was $2,100 per election. See 2 U.S.C. §
4laa)1A.

4$262.50 x 8 = $2,100, and $50 x 8 = $400; $2,100 + $400 = $2,500. This mathematical allocation was
applied o both of the two $2,500 contsidistions.
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the O’Malley and Smith campaigns, and to the Maryland Republican Committee in support of
Michael Steele’s campaign for U.S. Senate. Each of the contributions was made by the Senior
Vice Presidents voluntarily, and by using his own personal funds. There is no evidence that Mr.
St. John informed the Senior Vice Presidents that he or SJPI would provide the funds to be
contributed in the names of the Senior Vice Presidents nor that he would reimburse them for
their contributtons.
D. The 2007 Ramus Payments.

In February, 2007, M. St. John determined that he would pay substantial bonuses to each
of the Senior Vice Presidents based principally on SIPI's financial performance during the 2006
fiscal year. Jd. at § 7. Ms. Rice also was directed to include within the bonus calculations a
factor predicated on the extent to which the six officers had responded to Mr. St. John's requests
that they make political contributions to the O’Malley and Smith campaigns, and to the
Maryland Republican Committee during the 2006 Stecle campaign. /d. Based on her records
detailing the contributions each of the officers had made to these campaigns, Ms. Rice calculated
bonus amounts that included the Semior Vice Presidents’ 2006 contributions, as well as a
multiplier tb that total based on the applicable federal and stato income tax rates timt woeld be
applisd to the benus paymemts. J/d. The tetsi bomas payments for the six afficers thet year

ranged from approximately } the partions of those bonuses predicated on
the officers’ political contributions ranged from approximately $20,000 to $25,000 (after taking
into account the income tax “gross up” calculation.) /d. Ms. Rice retained detailed records
relating to the contributions, and to the February 2007 bonus payments and how they were
calculated. See Exhibit 1 to Ex. A (Rice Aff).

7
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E. The 2007-2008 Investigation by the Office of the Maryland State Prosecutor.

In the summer of 2007 the Maryland State Prosecutor, Robert Rohrbaugh, began an
investigation which resulted in the determination that Mr. St. John would pay a civil penalty in
connection with the contributions to the O'Malley and Smith campaigns made during 2006 by
the Senior Vice Presidents. The Muryland State Prosecutor is a permanent, yet specialized,
exzoutive branch office with the autlrority to conduct State-wide investigations of potential
violatinas of certain puhlic integrity laws, including the Maryland Elastios Law Artiole. Shontly
after the State Prosecutor begen his investigetion, Mr. St. John and GJPI retained the
undersigned, William J. Murphy and Murphy & Shaffer, LLC, as their counsel in connection
with the matter. /d. at{9.

The State Prosecutor’s investigation — in which he obtained copies of the paper records
and the computer records of SJPI from all of its accounting personnel — was initially focused on
certain Maryland State campaign contributions that had been made by partnerships and limited
liability companies affiliated with SJP1. d. at § 8. The State Prosecutor ultimately concluded
that those contributions were made in full compliance with Maryland hv;. Id. M&. Rice also had
recorded detaited infosmation eonceming the 2006 campaign eontributions and ¥he February
2007 bowms distributions in her files, and that infarmation was swpplied to the Maryland State
Prosecutor’s Office.

In the spring of 2008, the State Prosecutor informed counsel for SJPI that based on his
investigation, it appeared that Mr. St. John and SJPI had reimbursed the contributions made by
the six Senior Vice Presidents to the O’Malley and Smith campaigns, in violation of § 13-
602(a)(5) of the Maryland Election Law Article, which provides that that “[a] person may not

The information contained in this document is being provided ia accordance with the confidentiality provisions set
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directly or indirectly pay or promise to pay a campaign finance entity in a name other than the
person’s name.” The State Prosecutor further informed SJPI’s counsel that as a result of his
Office’s nearly nine-month investigation, it had concluded that there was not sufficient evidence
to prove a knowing and willfull intent on Mr. St. John's part which would justify the filing of
criminal charges. See CREW Complaint, Exhibit A.

Mir. St. John agrosd to a civil disposition of the alleged violations in June, 2008. Mr. St.
John agreed ¥ pay $5,00@ fer cleven viclafiens of § 13-682(a)(5), for e tatal fine of $55,000. /d.
In addition, Mr. §t. John agresd to contrihute an identical sum to the CollegeBound Fund, a non-
profit organization established to assist underprivileged children in Baltimore City to attend
college.’ Id.

F. The Corrective Action Taken By The St. John Respondents.

On October 5, 2007, shortly after the State Prosecutor began his investigation, counsel for
Mr. St. John and SJPI advised Mr. St. John that the bonus payments that had been made to the
Senior Vice Presidents in February, 2007 “might be viewed by an aggressive regulator or
prosecutor as an effort to cvade the applicable campaign contribution limits, or as a violation of
the ‘smti-conduit’ provisions of the Fedwral Elestion Camnpaign Act (FECA)." Ex. A (Rioo Aff)
at §9. Counsel furthor asommended thet BJPI request that the six Senios Vice Prasidents rasum
to the Company that portion of their 2007 sanwnl banus distributions that had bees calculated
based on their campaign contributions during calendar year 2006. Id. This advice was set out in
a letter from Mr. Murphy to Mr. St. John, dated October S, 2007. See Exhibit 2 to Ex. A (Rice
Aft).

3 Mr. St. John also agreed to take certain steps with zespect to any future State contributions made by LLCs
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Consistent with Mr. Murphy's advice and recommendation, in November, 2007 each of
the six Senior Vice Presidents reimbursed SJP] for the full amount of their February, 2007
bonuses that arguably had been predicated on their 2006 campaign contributions. These
reimbursements included both the Maryland state campaign contributions and the six $10,000
contributions that had been made to the Maryland Republican Committee in connection with the
Stocle campaign for the U.S. Senste. /d. & ] 10 (Copies of the suncelled checks that SJPI
recaived fiem the six Semior Vice Prasidents, ali dated betwmes November 7, 2007 and
November 13, 2007, are attached as Exhihit 3 to Bx. A (Rice Aff.)). During the 2007 tax year,
SJPI also made adjustments to the amounts that had been withheld for payroll taxes from the six
Senior Vice Presidents in connection with their bonus checks, to take into account the officers’
reimbursements of a portion of those bonus distributions. Id. atq 10.

IIl. ANALYSIS
A. The St. John Respondents Did Not Violate FECA.

FECA provides that “[n]o person shall make a contribution in the name of another person
or knowingly permit his name to be used to effect such a contribution[.]” 2 U.S.C. § 441f. In
addition, “[i]t is unlawful for . . . =y corpomtion wimtever . . . {0 make a contribviion . . . in
connection with any [fedesul] claction.” 2 US.C § 441b(a). A pursmn that knowingly
pnﬁﬁpntsinnsd:mbywhichaeorpouﬁonpmvidﬁﬁmiihﬂmconﬁbuﬁw a fedeml
campaign in the name of an individual may violate both of these statutes. See /n re Jokn Karoly,
Jr., et al. MUR 5504 Conciliation Agreement (attached as Ex. B); and United States v.
Fieger, 2008 WL 205244, *1 (E.D. Mich. 2008).

10
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Both Karoly and Ficger involved allegations that the presidents of law firm corporations
solicited firm employees and their spouses (and other individuals in the case of Fieger, including
the children of the firm"s support staff), to make campaign contributions that were immediately
reimbursed by the law firm corporations. Many of the alleged “conduit™ donors in these cases
were low-level law firm employees that were unlikely to have contributed large sums of money
fo political campaigns on their own behalf. And as noted, the conduit doners also inelwded
spouses of the empiloyoes of tHe reimbursing corpomticns, who, while not themeelves
employess, also recsived reimbursements frora the corporaticas.

The transactions at issue in this case are in stark contrast to the nature of the alleged
conduit schemes at issue in cases such as Karoly and Fieger. The six Senior Vice Presidents of
SJPI are highly paid top-level executives with histories of prior political contributions. As a
result, the Senior Vice Presidents were natural candidates for campaign fundraising efforts, and it
is not surprising that Mr. St. John asked his senior executives to contribute to the political
campaigns that he supported. But the Vice Presidents were not solicited by Mr. St. John to make
contributions for which they would receive reimbursement by SJP1. Rather, between May and
Octeber 2006, Fr. St. John recruited his seaior officms to vontribute their swa money to certain
political campaigns. K wss not until Febmary, 2007 that Mr. ¢. John determimed that SJPI
should teke into account the level of campaign contributions made by the six SJPI Senior Vice
Presidents in 2006 when the company calculated their discretionary, annual bonuses far the prior
year.

Aftter being advised by counsel that the February 2007 bonus payments could be viewed
as a violation of FECA on the part of the St. John Respondents, Mr. St. John and SJPI agreed to

11
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take remedial measures, and the six Senior Vice Presidents promptly returned the portion of their
bonuses that had been predicated on their 2006 campaign contributions. As a result, the $10,000
contributions made by the six Senior Vice Presidents to the Maryland Republican Committee
were made with the Senior Vice Presidents’ own personal funds, and were not funded by Mr. St.
John or SJFi. No part of the February 2007 bonuses had been based on the two December 30,
2005 coxtributions of $2,500 eexit to Steele for Marylzad, Inc., which lrad bee:: made by two
limited Lability componiss affiltated with SJP] — Riverside Teahnolegy Pak LLC and BWI
Technnlogy LLC. These contbutions were made by the LLCs, and the contributions allocated
for reporting purposes ameng the members of these entities.

Accordingly, there is no reason to believe that any of the St. John Respondents violated
FECA.

B. Alternatively, Any Violation of FECA By The St. John Respondents Was
Inadvertent and Unintentional.

But even if the Commission were to conclude that the 2007 bonus payments resulted in a
violation of FECA, any such violation was plainly unintentional and does not merit further
investigation by this Commission. The investigation performed and the conclusions reached by
the Mwryland State Proseouter clearly show timt the St. John Respendmtts did nut knowingly und
willfully violain either the Fedamil ar State mxmipaign finenoe laws es a remit of the 2607 baous
payments. Ms. Riae, the Cantraller of SJPI, kept detailed recouds regarding both the St. John
Respondents’ contributions and her calculation of the 2007 bonus payments. The creation and
maintenance of such detailed contribution and accounting records, and the fact that SJPI's
Controller went to the trouble of performing a sophisticated “gross up” tax calculation to that
portion of the Vice Presidents’ bonuses, demonstrate that the St. John Respondents did not

12
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appreciate that the reimbursement of their 2006 contributions by SJPI could constitute FECA
violations. Indeed, the evidence demonstrates that there was not even the slightest effort taken
by the St. John Respondents to conceal the fact that the 2007 bonus payments initially had
included a factor based on the Senior Vice Presidents’ level of campaign contributions during
2006.

Furthermore, the State Prosecutor’s thorough investigation led that Office to conclude
that the 2007 benus paymeets visulted in unintentiossn! vinlatians of Masyland’s wersion of the
fedezal “anti-conduit” provision, and CREW’s allegatinns pgainst the $t. John Responsants are
based almost exclusively on the findings of that investigation. Any, further investigation by this
Commission would be unwarranted as it would result in precisely the same conclusion — that any
violations of the campaign finance laws were inadvertent and unintentional. Such an exercise
clearly does not merit further use of Commission resources, and imposition of any additional
civil penalties based on mere negligent violations of the campaign finance laws would serve no
useful purpose. The St. John Respondents already have taken timely steps to correct any
unintentional violations of the law by having the Vice Presidents return the portions of' their
February 2007 bonuses timat were predicated on their 2008 campdign centr®utions. Iz addition,
the Bespondnats hava sinee teken aam to avoid ruxning afoul of any pmvisicns of the State ar
Federal campaign finance laws by conferring with outside counsel on a regular hasis regarding
these statutory limitations.

In sum, CREW’s contention that the St. John Respondents violated FECA as a result of
Respondent SJPI’s reimbursement of the two $2,500 contributions to Steele for Victory, Inc. is
factually inaccurate. These contributions were made by two limited liability companies, and
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allocated among the members of the entities in an appropriate fashion; no member was
reimbursed by SJPI or any other person or entity. CREW’s allegations that the St. John
Respondents violated FECA because a portion of the Senior Vice Presidents’ February 2007
bonus payments were attributable to their $10,000 contributions to the Maryland Republican
Comnmittee are also flawed. The Senior Vice Presidents made these contributions with their own
funds, withowt expectation of fepayment. [Ploreoewer, when informed that the bonus puyments
might gjve risc to a contention that the St. Jcha Respondents had inadwertently violuiad FECA,
the six Senior Vice Presidents all returnesd the funds at issue to SIPL The evidence gathered by
the Maryland State Prosecutor’s investigation clearly demonstrates that the actions of the St.
John Respondents were not taken in a knowing and intentional effort to evade the applicable
campaign contribution laws. Mr. St. John already has paid a substantial civil fine and made a
significant charitable contribution as a result of inadvertent violations of the Maryland Election
Law Article that were predicated on the 2007 bonus payments, and two ymhawp;ssedsince
the St. John Respondents implemented appropriate corrective action.
IV. CONCLUSION

For all of tre forngoing seusons, mspsadens Edward St. Johx, Lewrence Maykrantz,
Robert Becker, Jeffrey Gish, Stanley Meros, H. Richard Williamson, Gerard Wit, and St. John
Properties, Inc. request that the Commission exercise its discretion aml dismiss this matter

without taking any further action.
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Respectfully submitted,
MURPHY & SHAFFER, LLC

u/»#/‘“/\

Wllllam .l
Conor B. O’Cromm

36 South Charles Street
Suite 1400

Baltimore, Maryland 21201
(410) 783-7000

Attorneys for the St. Jobn Respondents
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FEDERAL ELECTION COMMISSION
WASHINGTON, DIC. 3043
ADYANCE COPY BY FPACEMILE
William E. Lawier, Esg. JUN 3 92000
Vinson & Elkins, LLP
1455 Peangylvanin Avesup, NW, Suite 600
Washington, D.C. 20004
RE: MUR 5504
Jayann Brantley
Hoather Kovacs
Christina Ligotti

Desr Mr. Lawier:

On June 18, 2009, the Federal Election Commission scoepted the signed consiliation
agreament submitted on your clients’ bebalf in settioment of the above-refrenced matter.
Auuﬂnhﬂnﬂd-huMhdhﬁhumu -

Documents related to the case will be placed on the public record within 30 days. Ses
Statement of Policy Regarding Disclosure of Closed Enforcement and Related Flles, 68 Fed.
Reg. 76426 (Dec. 18, 2003). Information devived in connection with any concifistion stiempt
will not become public without the written consent of the respondent and the Commission. See
2US.C. §4YNRAR)A)B):

Enclonsd you will find a copy of the fully exacuted conciliation agreement for your files.
If you bave any questions, please contact me at (202) 694-1650. you

Sincerely,
Dalbeat-K. &.‘-,.la
Delbest K. Rigsby
Attorney

Conciliation Agreement
The information contained in this document is being provided in accordance
with the confidentiality provisions set forth in Title 2, §437g(a) (12) (A}
of the United States Code and may not be made public without the written

consent of the Respondents. EXHIBIT B
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ;

John Karoly, Jr. ) MURSS04 ﬁ 0 ’l 2009
Karoly Law Offices, P.C. ; 1e3
Hautior Kovacs ) '
Christina Ligotti )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn and notarized complaint by Jonathan Weiss.
An investigation was conductad, and the Federal Election Commission (“Commission™) Sound
probable cause to belisve that John Karoly, Jr. and Karoly Law Offices, P.C. ("Respondents™)
knowingly and willfully violated 2 U.S.C. §§ 441b(a) and 441f. The Commission also found
probable cause to betieve thet Jaysnn Brantley, Hesther Kovacs and Christina Ligotti violated
2 U.5.C. § 441£. John Karoly, Jr., Karoly Law Offices, P.C., Jayann Brantiey, Hoather Kovacs snd
Christin Ligotti are also hereinafier collectively refiered 10 a3 Respondents.

NOW, THEREPORE, the Comssissien and the Respendents, hevidy duly smorid into
conciliation pursuant to 2 U.S.C. § 437g{a)(4)(A){), do bereby agree as Hllows:

I ‘The Commission bas jurisdistion over the Respundents and tha ssbject matter of this
proceeding.

I Respondents bave had a reasonable opportunity $o demonstrate that no action should
be taken in this matser. '

I Respondents enter voluntarily into this agreement with the Commission.

IV. The pertinest facts in this mutter are as follows:

1. John Karoly is an attornoy residing in Allentown, Pennsylvania, He is President and
Treasurer of Karoly Law Gifices, P.C.
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2. Karoly Law Offices, P.C. ia a law firm located in Allentown, Pennsyivania. The law

firm is incorporated in the State of Pennsylvania.
| 3. Jayann Brautioy, s Peansylvania resident, is employed as a secretary at Karoly Law
Offices, P.C.

4. Heather Kovacs, a Pennsylvania resident, is employed ss a secretary st Karoly Law
Offices, P.C.

S. Christina Ligotti, s Pennsylvania resident, is & nurse who is & former employes of
Karoly Law Offices, P.C.

6. Gephardt for President (“Gephardt Commiitec™) is a polition] committee within the
menning of 2 U.S.C. § 431(4), and was the principal campaign committes for Congressman Richard
Gephardt's 2004 peimary race for the office of President of the United States.

7. The Federal Election Campaign Act of 1971, as amended {“the Act™), prohiibits sny person
from making & coatribution In the name of another w from kowhsigly permitting his or ber name to
bo used to make such a ceniribulion. 2 U.S.C. § 41f. Section 441f alse applies to sny person wio
lnlgwinigly hiigs er sl uay pervii ln ieking & odisiibxiilish b the nasiie of afiothir. 11 CFR. -
§ 1104@)(HH).

8. The Ast alvo prakibiis corparations ftom making sostributions or expenditures flom their
general tremmury fiinds in connection with any election of any candidate for foderal office. 2 U.S.C.
§ 441b(s). In sddition, section 441b(s) prohibits aay officer or director of any corporution from
consenting 0 any expenditure or contribution by the corporation.

9. At all relovant times, Gregorio Paglianite, Jayann Brantioy, Christina Ligotti and Heather
Kovecs were employees of Karoly Law Offices, P.C. On September 28, 2003, Hesther Kovacs wrots
a check for 52,000 o the Gephardt Committes, Gregorio Pagfisnite wrote a check for $4,000 to the
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Gephardt Committes on bebalf of himself and his wifs, Jayann Brantley wrote a check to the
Gephardt Committee for $4,000 on behalf of herself and her lusband, and Christins Ligotti wrote a
oheok 10 the Gephardt Committee for $3,000 on behalf of hersell and her tusband.

10. On October 6, 2003, Christina Ligotd reseived & Karoly Law Offices, P.C. éhelik in the
amount of $3,000 vtlth the “pay t the olslor of* lime biknk, Thb momo linm of the chesk: stated “Hirko
bosus”™ On Octobar 7, 2833, Christing Ligoti'’s hushend put kis same on the pay ta the anler s
and deposited the check into their joint shecking, scceunt.

11. On October 7, 2003, Karoly Law Offices, P.C. cashed a $12,000 check from one of its law
firm accounts. On the same day, Gregorio Paglianite deposited $4,000 in cash into his and his wife’s
joint checking account, and Jeyann Brantiey doposited $4,000 in cash into her and her busband’s joint
checking account.

12. On October 27, 2003, Heather Kovacs deposited $3,021.56 into her bank sccount, which
included her biwepkly paycheck from Karoly Law Offices, a cash deposit of $1,700 and another
deposit of $68. The October 27, 2803 deposit wes the only Htance Betwoen March 2003 aad
Rebsasy 2004 when Ms. Kovase depotited an ssssmnt msoss thism her regular sslary and overtime.

13. Tha Canmisiien hns evidence & belloves ks sufificient t9 support its conclusien that thess is
probable csuse to beliove that the cash payments to Jayann Brantley, Heather Kovacs and Gregorio
Paglianite, and the psyment by check with “pay to the order of” line blank to Christina Ligotti, were
reimbursements for their and their spouses’ contributions to the Gephardt Committee, to which John
Karoly, Jr. consented. |
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V. Solely for the purpose of settling this matter expeditiously and svoiding litigation, and
without admission with respect to this or any other proceeding, Respondents will no longer contest
the Comsnission’s probable cause to beliove findings in this matter. Respondents agree not to violate
2 US.C. §§ 447003) an¥l 4417 in the futus.

VI Inorder to settle ilils muiter on behalf uf s}l Respondents, Respondents John Karoly, Jr. and
Karoly Law Offisp P.C. svill poy 2 obell peuaity té tho Bedrsn! Blocties Casmissien in the amsmunt
of fhee Hundred snd Fily Fise Thausand doilacs ($155,000), ursuant o 2 U.S:C. § 4375(a)(SX(B).
The civil penaity will be paid as follown:

A. A payment of Fifty Five Thoussnd dollars ($55,000) is dus no mors than thirty (30)
days from the date this Agreement becomes effective;

B. Thereafler, five consecutive monthly installment payments of Twenty Thousand dollars
(320,000) each.

C. Bach much installment shall be paid within 30 days of the previous installment.

D. H the ovent that any instaliment payment is not received by the Commission by the fifth
day after it besemes Mse, thy Commission may, at is discretaum, aspsiorate the msaining saysments

" and cxuse the entire xmoust to bessme due upos: texieys writtsn notioe 50 the Respordents. Réllum

by the Commission to accelerats the payments with regard to any overdus installment shall not be
constvad as & walver of its right 10 do 80 with regerd to further overdue instaliments.

VIL The Conumission, on request of anyons filing & complaint under 2 U.S.C. § 437g(a)(1)
oonceming the metters at issue hereln or on its cwan motion, may review complisnce with this
agreament. If the Cormmission believes that this sgreement or any requirement thereof has been
viclated, it may institute & civil action for relief in the United States District Coust for the District
of Columblia.
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VIIL This agreement shall become effbctive as of the date that all parties hereto have
executed same and the Commission has approved the entire agreement,

IX. Respondents shall have no mose then thirty (30) days from the date this agreement
becomes effective to comply with and implement the requirements contsined in this agreement
and to 80 notify the Commission, except as otherwise expressly specified in Paragraph V1.

X. This Concilistion Agreement constitutes the entire agreement between the parties on

the maiters rised herein, and no other statement, promise, or agreament, elther written or oral,

made by ecither pasty or by agents of either party, that is not contained in this written agreement
shall be enforceable.

FOR THE COMMISSION:
Thomasenia P. Duncan




